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Introduction
Following an Advance Notice of Proposed Rulemaking (ANOPR) process that was
initiated in October, 2001 to develop standardized interconnection agreements and procedures,
the Commission issued on April 24, 2002 its Notice of Proposed Rulemaking (NOPR) in this
docket. The NOPR proposes a stlandard interconnection agreement (1A) and standard
interconnection procedures (1 P) to be made part of existing and future open access transmisson
tariffs (OATTSs), and the proposed |A and |P were based, in part, on the “ consensus
documents’ filed by parties at the conclusion of the ANOPR process.
On February 1, 2002, 16 groups representing small generators and public interest
organizations filed comments on the ANOPR and “ consensus documents’ requesting that the
Commission incorporate the smal generator caucus position into the standards for

interconnection of smal generating units. The small generator caucus postion included detailed

rules for the interconnection of generators smaler than 20 Megawatts (MW). Although the

! The 19 public interest and other groups joining these comments include the American Wind Energy
Association, Bergey Windpower Co., Citizen Power, Inc., Citizens for Pennsylvania’'s Future, Clean Air
Council, Conservation Services Group, CSGServices, Inc., 1zaak Walton League of America, Massachusetts
Energy Consumers Alliance, Massachusetts Public Interest Research Group, Minnesotans for an Energy-
Efficient Economy, Natural Resources Defense Council, New England Renewable Power Producers
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NOPR dates that smal generator interconnection requests should receive different and
expedited treatment, it does not adequately detail the IP and 1A provisons that would be
gopropriate for smal generators. Thus, it does not resolve the problems currently faced by
power customers who would ingtal those resources if they were given a reasonable chance.
Unless those problems are effectively addressed in the Final Rule, the Commission’s standard
interconnection procedures will not facilitate the interconnection of distributed renewable and
other small generators, and the wholesale marketplace will not benefit from the economic,
religbility and environmentd vaues of these resources.

The groups joining this comment (“Joint Commenters”) are state, regiona and nationa
environmental, consumer, and renewable energy organizations and companies with strong
interests in distributed power production technologes and their ability to ddiver dectricity
religbly and efficiently with minima impacts on the environment. Thus, Joint Commenters are
greatly concerned that the proposed interconnection rule fails to provide appropriate standard
interconnection procedures and agreements for smaller, customer-owned generating units, and
we urge Commission adoption of the small generation IPs and | As recommended below in the
Find Ruleissued in this proceeding.

In addition to the recommendations provided in this documert, Joint Commenters urge
Commission reconsderation of the February 1, 2002 Smal Generator and Public Interest
Groups comments on the ANOPR. Further, we note our strong support of the comments and

recommendations filed today in this docket by the Solar Energy Industries Associetion, et d.

Association, Northwest Energy Coalition, Pace Energy Project, Pennsylvania Energy Project, Project for
Sustainable FERC Energy Policy, Southern Environmental Law Center, and Union of Concerned Scientists.
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(“SEIA”) and the U.S. Combined Heat and Power Association, et a. (“USCHPA”), and we
recommend Commission adoption of the IPs and |As proposed in and appended to those
comments.

Summary of Comments and Recommendations

Although standard interconnection requirements are needed across the nation for all
types of generators, such requirements are critical to smdl generators that typicdly have minimd
ability to ded with uncertainty and economic risk. In fact, generators under 2MW will be
unable to participate in competitive markets unless smple, inexpensive and expedited
interconnection requirements are mandated by the Commission.

Because the system impacts of, and technical requirements for, interconnections of
under 2MW generators are fundamentally different than for larger facilities, the Find Rule should
provide detailed interconnection procedures and agreements that are appropriate to the size of
these units and that expedite their interconnection to the grid. Under 2MW units have little or
no grid impact, and they have along history of safe and reliable service dl across the nation. In
addition, they contribute mgor economic and reliability benefits to eectricity grid, reducing
system costs and increasing wholesae competition.

To assure appropriate treatment of these resources, Joint Commenters urge that the
Commission incorporate inits Find Rule the slandard IP and 1A for smal generators proposed
in the comments of SEIA, et d. in this docket. These documents are based on the successful
Texas model, and they contain appropriate procedures and requirements for safe and reliable
grid interconnection of generators under 2MW.

The Find Rulein this docket must aso include adetailed IP and | A for generating units
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between 2MW and 20MW. Because the grid impacts of 2 to 20MW are significantly different
than those of larger units, the Commission should adopt a different IP and 1A for such facilities.
Many procedures required to interconnect large central power stationsto the grid are
unnecessary for smaler units, and requiring such procedures to be followed would impose
unreasonable burdens on smdler units. Thus, Joint Commenters urge the Commission to adopt
an gpproach for these units Smilar to that which PIM uses for small generator interconnections.

The PIM approach dlows smal generators with no grid impact to proceed quickly
through the interconnection process, avoiding unnecessary and costly studies. In casesin which
potentia grid problems are seen, more detailed studies are required. Using PIM’s gpproach as
amode, USCHPA, et a. has proposed IP and I1A documents in its comments that are
appropriate for units of 2 to 20 MW. Thus, Joint Commenters strongly urge the Commission to
adopt the I P tariff language and | A document gppended to the USCHPA comments filed today
in this docket.

. TheFinal Rule Must Include Detailed | nter connection Procedur es and Agreement
Provisions Appropriate For Generating Units Under 2 MW.

While standard interconnection requirements are needed across the nation for al types
of generators, both to reduce market entry barriers and to foster open, competitive wholesde
power markets, such requirements are critica to smdl generators that typicaly have minimd
ability to dedl with uncertainty and economic risk. Unclear, complicated or costly
interconnection procedures create an insurmountable barrier to small generation. In fact, small
generators will be unable to participate in regional markets unless appropriately smple,

inexpensive and expedited interconnection requirements are mandated by the Commission.
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Further, standardized interconnection requirements are important for the manufacturers of small
generatorsif small distributed generation resources are to become a viable part of the wholesde
eectricity marketplace. Not only would anationd standard assure that interconnections to
FERC juridictiond facilities can proceed without delay, but it would aso serve as amodd for
sates that have not yet promulgated rules for state jurisdictiona interconnections.

A. Sizemakesadifference: generatorsunder 2MW havellittle, if any, grid

impact, have along history of safe and reliable operations, and contribute major

economic and reliability benefitsto electric power markets.

The procedures and agreements required to integrate large central power sationsinto
the tranamission grid make no sense for <2 MW units. They are naeither necessary nor useful to
assure proper interconnections of such units, and their imposition would assure that customer-

owned under 2MW generators are not added to the system.

1. The system impacts of, and technical requirementsfor, <2MW unit
inter connections ar e fundamentally different than for larger units.

Asthe commentsfiled by SEIA, et d. in this docket clearly demondirate, margina
interconnection of <2MW resources to the grid has little or no impact on system reiability or
power qudity. In fact, many packaged power systems have al of the necessary safety and
power quality equipment built into the generators, and the equipment meets nationa engineering
standards.

2. Customers capable of adding <2MW distributed generating unitsto
the grid have very limited resour ces and little ability to deal with
inter connection uncertainties and generation risks.

Customerslikely to add small distributed generators to the system usudly are not in the

business of power production. Thus, they typicaly have very limited sophidtication regarding
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interconnection issues, minima resources to pursue interconnection procedures, and very little
capacity for handling economic uncertainty and risks rdated to bringing such unitson line. Itis
critica, therefore, that procedures be smple and straight-forward and that risks are minimd.
3. Under 2MW gener ating units which have been inter connected to the
grid via simple procedur es and agreements have a long history of safe
and reliable operation.

Under the interconnection rules of many dates, thousands of smdl generating units have
been ingtdled without lengthy, costly procedures, and they are currently operating safely and
efficiently. Texas, Cdiforniaand the PIM dates provide ample history of the successful
incorporation of these unitsinto the grid.

4. Interconnection of <2MW distributed generating unitsto thegrid
would enhance system reliability, increase economic efficiency, and
mitigate market power, ther eby improving wholesale competition.

If standard expedited interconnection rules are promulgated for smal generators, these
fecilities will be able to provide substantiad benefitsin emerging dectricity markets. For
example, small generators can be quickly sited and congtructed in load pockets, and they can
rapidly diminish loca market power problems. Since their incremental addition to the grid is
very smdl, the risks of adverse impacts on grid operations are dso minimd. If asmal generator
is dted near customers with heating needs, the generator may be able to offer combined heat
and power efficiencies that surpass virtualy any other generation technology. Moreover, most
renewable energy generators—facilities that minimize the emissons associated with dectricity
production—fd| into the smal generator category.

In order for smal generators to provide these benefits, Smple, clear, streamlined

interconnection rules and procedures are critical. Leaving interconnection rulesto non
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independent system operators assures that needless barriers to market entry will continue to the
detriment of wholesale competition and the viahility of this market ssgment.

The Commission should rgect jurisdictiond arguments againgt adopting federd
gandards for small generator interconnections. Such arguments, in effect, urge the Commisson
not to exercise jurisdiction over FERC jurisdictiond interconnections, a result that would leave
smd| generatorsin many parts of the country to negotiate with generationowning transmisson
providers without regulatory guidelines.

B. TheFinal Rule must include standard | P provisonsthat expedite <2MW

generator interconnection and amodel | A that isappropriate for such units, and

the Commission should, therefore, adopt the model P and 1A proposed in the
commentsof SEIA, et al. in thisdocket.

| nterconnection procedures for units under 2 MW do not require rigorous, costly
interconnection studies because they typicaly have minima or no impact on the grid. In
addition, smal units that can be brought on line quickly should not be required to await the
completion of sudies for large units or transmission upgrades that may be necessary for large
units. When neither detailed studies nor transmission upgrades are needed for safe and reliable
interconnection of asmall generator, it is pointless and detrimentd to the marketplace to make
the interconnection contingent on completion of studies or facilities needed for larger units.

1. Smpleand streamlined inter connection requirements must be
established by the Commission for connecting small packaged and
under 2 MW generatorsto the transmission system.

Simple and streamlined interconnection processes are gppropriate for generators

designed and manufactured for interconnected operation that contain within the units al the

protective equipment needed for interconnection. Provided these units represent asmal portion
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of the tota resources on the grid to which they are interconnecting, their interconnection can be
consdered aufficiently smple (and inggnificant) that virtudly no interconnection sudies are
required.

The interconnection of these unitsis, in effect, a“plug and play” arrangement, and the
only legitimate concern of an interconnecting transmisson owner iswhether such units together
congtitute more than a smdl portion of the sysem—e.g., fifteen percent of the pesk load on the
circuit to which interconnection would be made. Such alimit would assure that an
interconnection would have little or no impact on the system. Thus, the provisons for under 2
MW units should contain a strong but rebuttable presumption that their interconnection will be
approved.

For smdl generators meeting the specified criteria, interconnection studies are seldom, if
ever, warranted. If transmission owners want to conduct studies, they may do so—but not at
the small generator’s expense. On the other hand, if the interconnection of a small generator
would cause safety or reiability problems; it should not be approved without an appropriate
sudy. However, there should be a strong presumption againgt such problems when the small
generator meets the stringent criteria proposed in these comments.

For smdl packaged and micro generation unitsit is not appropriate to require that they
have an occupied control center; nor is network moddling of power flows required; and unit
commitment schedules are unnecessary. Mog, if not al, such units are designed to operate
remotely without on-gte monitoring. Many will rely upon renewable energy resources and
operae only when the renewable resource isavailable. Many smdl units will be located at a

customer’ s site, generating combined heat and power and operating only when the customer
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needs heat. Requiring small generators to meet obligations that only make sense for larger
facilities would impose unnecessary costs on customers and serve only to limit market entry of
these resources.

For smdll packaged generation units (below 2MW but above 250 kW), metering
requirements should be limited to hourly integrated meters that measure generation output—the
approach used by PIM for certain small generators. For micro generators (those below 250
kW), even hourly meters may be too costly. Thus, the interconnection rules should alow use of
other measuring technologies (such as have been approved in New Y ork for 1SO load response
programs) for these small generators.

To resolve disputes over studies and other small generator interconnection issues, the
Commission should require aternative dispute resolution procedures and make ther results
binding. Without asmple, low cost dispute resolution process, a streamlined |P may be
illusory; and without Commission adoption of standard interconnection provisions for the under
2 MW units, streamlined interconnections will not happen in many parts of the country.

2. Joint Commenter s urge Commission adoption in the Final Rule of the
model 1P and IA documents appended to the commentsfiled by SEIA, et
al. in thisdocket.

Because the modd documents proposed in the comments of SEIA, et d.? contain
appropriate interconnection procedures and requirements for generators under 2 MW, in effect
advancing the policies supported by the public interest group signatoriesto this pleading, Joint

Commenters urge the Commission to incorporate those documentsinits Find Rule on

2 *Joint Comments of Solar Energy Industries Association, the U.S. Fuel Cell Council, and the American

Solar Energy Society on Notice of Proposed Rulemaking (18 CFR Part 35),” June 17, 2002, Attachments A
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generation interconnection. Adoption of the modd IP and I1A will help to assure that smdll,
digtributed generators become a significant force in wholesale power markets and thereby
enhance the reliability and efficiency of our dectricity system.

1. TheFinal Rule Must Also Include Detailed | nter connection Procedur esand
Agreement Provisons Appropriate For Generating Units From 2 to 20MW.

Joint Commenters join with other supporters of under 20MW renewable and clean
generation resources and endorse the comment filed today in this docket by USCHPA, et d. In
addition, we urge Commission adoption of the IP and A documents proposed by USCHA
which are based on the proven PIM approach to smal unit interconnection.

A. Becausethe grid impacts of small generatorsranging from 2to 20 MW are

significantly different than those of larger units, the Commission should adopt a

different standard IP and | A for the smaller facilities.

Many of the procedures and agreements required to interconnect central power stations
are unnecessary for units ranging from 2 to 20MW. Because such requirements would impose
unreasonable burdens on smdler units, they should be modified to make safe interconnection as
expeditious as possible.

Thisisthelogic of PIM’s current smal resource interconnection procedures. Under the
PIM approach, in-depth interconnection studies are not required if it is clear that asmdl unit's
interconnection will have little or no impact onthe grid. If aninitid andydsindicates potentid
problems, however, more detailed studies are undertaken.

The PIM approach adlows small generators that have no grid impact to proceed quickly

and avoid needless and cogtly interconnection studies. Thus, small units can be interconnected

and B.
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and participating in the markets well ahead of the more complex larger units. The speed of this
process can greatly benefit markets, especidly those with market power problems. Conducting
detailed studies on the few interconnections that could be problematic would, of course, be
important for religble grid operation.

Without clear, expedited procedures, many smal generators face the prospect of costly
detailed andyses of their requests for interconnection. If detailed procedures are not adopted
by the Commission, under the guise of good utility practice, transmisson owners can require
amall generatorsto pay for the in-depth studies required for larger units which, when completed,
show that the interconnection will have no rea impact on the grid. Because such andyses are
coglly and time consuming, it is easy to see how the interconnection process can be used to
dissuade small generators from interconnecting.

By specifying the PIM approach as the appropriate nationa standard for 2 to 20 MW
generators, Joint Commenters hope to assure that transmission operators diminate cosily
detailed interconnection studies that are not necessary. Many interconnection studies can and
should be waived unless there is an identified specific need for more detailed andysis.

Following the PIM approach, Joint Commenters suggest that smaller generation
interconnection requests could be handled in the same queue as larger unit requests, but that
they should be expedited through the interconnection process as study requirements are waived.
Smadl units may thus be ready to Sgn interconnection agreements well aheed of larger units
higher in the queue.

An example of gppropriate requirements modification found in the PIM processis the

option of submitting for study only the net export component of the small generator’ s capacity.



Comments of Public Interest Organizations
Docket No. RM02-1-000, Page 12

Because many smdl units meet onSte load with part of their generation, they export only a
portion of the unit’stotal capacity. Provided the small generator agreesto comply with
operating redrictions that limit total export, only the portion of the unit that interacts with the grid
should be considered for study.

B. Joint Commenters urge Commission adoption in its Final Rule of the mode

| P tariff language and | A document appended to the commentsfiled by

USCHPA, et al. in this docket.

The USCHPA proposes | P tariff language and an |A document based on the PIM
approach to connecting generators under 10MW, an approach which is both workable and
appropriate for generators of 2 to 20MW.* As USCHPA properly notes, al generators of less
than 20MW will not have smilar grid impacts—impacts will vary depending on the size of the
unit, its location on the system, and its manner of operation. Thus, the studies required for
interconnection of these unitswill vary, and the interconnection procedures must be flexible
enough to accommodate the differences.

Because smdler unitswill likely have smdler impacts on the grid and, as aresult, need
less detailed and costly studies to support their interconnection, the standard IP and | A attached
to the NOPR are not appropriate for their interconnection. The procedures and agreements
proposed in the NOPR impose significant transaction costs on generators, and imposing those
costs on smdl generators would make it dl but impossible for most of them to interconnect

economicaly. Thus, USCHPA developed aternative procedures and agreements based on the

PIM model which are more appropriate for units under 20MW, and Joint Commenters urge the

% “Comments of the U.S. Combined Heat and Power Association and the International District Energy
Association on Proposed Rule,” June 17, 2002, Attachments A and B.
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Commission to incorporate the dternative IP and | A in the Final Rule on generator
interconnection.

[11. New generators seeking expedited inter connection under national small gener ator
procedur es should be required to meet appropriate environmental standards.

A. Toreceive expedited inter connection treatment a small generator should be
requiredto show that it will meet appropriate environmental standards.

Utility sector environmenta regulations, most of which were adopted long before
industry restructuring began, can create sgnificant market distortions. The grandfathering of
exiging generation plants under the Clean Air Act, for example, resultsin inconagtent ar qudity
requirements for older and newer facilities. In generd, existing power plants are subject to less
stringent pollution standards than new ones, and owners of existing plants are alocated free
pollution rights that may not be easly avalable to new entrants. These differences can ditort
electric power markets and hinder development of a truly competitive industry.*

Asthe Commisson moves to facilitate the interconnection of smdl generators it should
assure that expedited trestment is reserved for generators meseting environmental standards
comparable to those imposed on larger generators seeking interconnection. The market
digtortions resulting from disparate treestment of existing and new large generators should not be
worsened by dlowing incongstent environmenta standards to gpply to smdl distributed units.

B. Itiscritical that FERC policiesto facilitate inter connection of small
gener ation resour ces not reduce environmental quality.

The Commission has taken mgjor steps to assure that the potential economic benefits

from open, non-discriminatory transmission access and greater regiond coordination of the grid

* See"Electricity Market Distortions Associated With Inconsistent Air Quality Regulations," Synapse
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areredized by consumers. Standardized interconnection requirements that make it easy for
smdl generators to participate in the wholesde marketplace should greetly enhance these
benefits, but the benefits should not be gained a the expense of ar qudity or other
environmental values

The environmentd implications of Sgnificant smal generator participation in wholesale
marketsis complex, difficult to evauate, and not yet well understood. Such participation, for
example, could create Sgnificant new incentives to operate existing highly polluting customer-
sted generation. Conversdy, customer-sited generation that makes use of combined heet and
power or renewable resources will produce substantialy less pollutants per unit of generation
and should be encouraged by Commission policies.

Appropriate environmenta regulation of smal generatorsis critica—both to minimize
potentia environmental damage and to ensure that the resources compete on alevel playing fied
with new and exiting central sation facilities. Environmenta regulators would benefit from the
support of the Commisson as they establish emissons sandards and environmenta permitting
procedures for smal generators to be used in competitive wholesde eectric markets. Until
such standards are in place, however, the most direct way to avoid environmenta damage from
highly palluting small generators and minimize their unfair competitive advantage would be
amply to exclude them from participation in Commission regulated markets, except when
needed by the grid operator to meet system emergencies. Joint Commenters urge Commission

congderation of this approach.

Energy Economics, Boston, November 18, 1999.
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Requested Relief

Based on the record in this docket, including the ANOPR process and commentsin

response to the NOPR, Joint Commenters urge the Commission to incorporate the IPs and IAs

proposed in the comments filed today by SEIA, et d. and USCHPA, et d. into the Final Rule

on interconnection. If, after reviewing comments, the Commission finds there are technica

issues that remain to be resolved related to the proposed IPs and 1As, Joint Commenters ask

that the Commission immediately schedule atechnical conference focused on those issues and

invite parties to file additiona comments on them within 30 days after the conference.

Respectfully submitted on behalf of the following or ganizations,

American Wind Energy Association
James H. Cadwdll, Policy Director
122 C Street, NW, Suite 380
Washington, DC 20001

Phone: 202-383-2517

Fax: 202-383-2505

Emall: jcddwel @aweaorg

Bergey Windpower Co.

Michedl Bergey, President & CEO
2001 Priestley Avenue

Norman, OK 73069

Phone: 405-364-4212

Fax: 405-364-2078

Email: mbergey@bergey.com

Citizen Power, Inc.

David Hughes, Executive Director
2121 Murray Avenue

Pittsburgh, PA 15217

Phone: 412-421-6072

Fax: 412-421-4163

Email: hughes@citizenpower.com

Citizensfor Pennsylvania's Future
(PennFuture)

Peter Adds, General Counsdl

117 S. 17th &, Suite 1801
Philadelphia, PA 19103

Phone: 215-569-9695

Emall: adds@pennfuture.org

Clean Air Council

Joseph O. Minot, Executive Director
135 South 19" Street, Suite 300
Philadelphia, PA 19103

Phone: 215-567-4004

Email: smattison@cleanair.org

Conservation Services Group
Steve Cowell, CEO

1515 S. Capitol of Texas Highway
Augtin, TX 78746

Phone: 512-327-6830

Fax: 512-327-2553

Emall: steve.cowdl@csgrp.com

CSGServices, Inc.
John Hoffner, Dir., Adv. Energy Div.



1515 S. Capitol of Texas Highway
Austin, TX 78746

Phone: 512-327-6830

Fax: 512-327-2553

Emall: john.hoffner@csgrp.com

| zaak Walton League of America
Beth Soholt, Policy Associate

1619 Dayton Avenue, Suite 202

St. Paul, MN 55104

Phone: 651-649-1446

Fax: 651-649-1494

Emall: bsoholt@iwla.org

M assachusetts Energy Consumers
Alliance

Lary Chretien, Executive Director
670 Centre Street

Boston, MA 02130

Phone: 617-524-3950

Email: larry@massenergy.com

M assachusetts PIRG

Derek Haskew, Energy Attorney
29 Temple Place

Boston, MA 02111

Phone: 617-292-4800

Emall: dchaskew@masspirg.org

Minnesotansfor an Ener gy-Efficient
Economy

Michael Noble, Executive Director

46 E. 4™ Street, Suite 1106

St Paul, MN 55101

Phone: 651-726-7563

Fax: 651-225-0870

Email: noble@me3.org

Natural Resour ces Defense Council
Raph Cavanagh, Senior Attorney

71 Stevenson Street, Suite 1825

San Francisco, CA 94105

Phone: 415-777-0220
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Email: rcavanagh@nrdc.org

New England Renewable Power
Producers Association

Beth Nagusky, Executive Director
P. O. Box 743

Augusta, ME 04332

Phone: 207-626-0730

Fax: 207-626-0735

bnagusky @iepm.org

Northwest Energy Coalition
Steven Weiss, Sr. Policy Associae
219 Firgt Ave. S. Suite 100
Seattle, WA 98104

Phone: 206-621-0094

Fax: 206-621-0097

Emall: seve@nwenergy.org

Pace Energy Project

Fred Zacman, Executive Director
Pace University School of Law
78 North Broadway

White Plains, NY 10603

Phone: 914-422-4082

Fax: 914-422-4180

Emall: fzalcman@law.pace.edu

Pennsylvania Energy Project
Alan Barak, Attorney

3700 Vartan Way

Harrisburg, PA 17110

Phone: 717-541-1967

Fax: 717-541-1970

Email: barak@igc.org

Southern Environmental Law Center
Jeffrey Gleason, Attorney

201 W. Main Streset, Suite 14
Charlottesville, VA 22902



Phone: 804-977-4090
Fax: 804-977-1483
Email: jgleason@sdcvaorg

Union of Concerned Scientists
Deborah Donovan, Research Coordinator
Two Brattle Square

Cambridge, MA 02238

Phone: 617-547-5552

Fax: 617-864-9405

Email: ddonovan@ucsusa.org

Project for Sustainable FERC Energy
Policy

By 1S/

TERRY R. BLACK, Attorney
107 Roberts Court
Alexandria, VA 22314

Phone: 703/836-9547

Fax: 703/836-3034

Emal: <tblack@igc.org>
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